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STRATEGY ANALYSIS 


This chapter is about four aspects of strategy analysis: 


¢ understanding what strategy is and why it is important, the assumption being 
that strategy is important; 


¢ exploring some ideas about how strategy is developed; 
¢ implementing strategy; 


¢ working out what all of this means for business analysts. 


WHAT IS STRATEGY? 


It has a “getting ready for battle’ sense to it and the deployment of 
troops, weapons, aircraft and ships before engagement with the 
enemy begins. Once the enemy is engaged then battlefield tactics 
determine the success of the strategy. 


It involves: 

1. The goal 
. The time frame: short term vs long term 
. The resources 
. The environment 


STRATEGIES EXIST AT DIFFERENT LEVELS 


¢ Corporate Strategy that is concerned with the overall purpose and scope 
of the business. Strategies at this level are influenced by investors, 
governments and global competition, and by the context set out earlier 
in this chapter. It is the basis of all other strategies and strategic 
decisions. 


Business Unit Strategy. Below the corporate level are the strategic 
business units (SBUs). These are organizational units for which there 
are distinct external markets that are different from those of other 
SBUs. SBU strategies address choice of products, pricing, customer 
satisfaction, and competitive advantage. 


Operational Strategy focuses on the delivery of the corporate and SBU 
strategies through the effective organization and development of 
resources, processes and people. 


RATEGIES DEVELOPMEN 
DEPLOYMENT 


important to provide a written statement of the strategy. This written statement is 

needed for many reasons: 

¢ it provides a focus for the organization and enables all parts of it to understand 
the reasons behind top-level decisions and how each part can contribute to its 
achievement; 


it provides a framework for a practical allocation of investment and other 
resources; 


it provides a guide to innovation, where new products, services or systems are 
needed; 


it enables appropriate performance measures to be put in place that measure the 
key indicators of our success in achieving the strategy; 


it tells the outside world, especially our outside stakeholders and market 
analysts, about us and develops the expectations that they hold. 


EXTERNAL ENVIRONMENT ANALYSIS 


1. Political Influence 
2. Economic influences 
3. Socio-cultural influences 


4. Technological influences 


5. Legal influences 


6. Environmental influences 


New Business - Competitions 


Threat of new 
entrants 


Industry 
competitors — 
rivalry amongst 
existing firms 


Bargaining 
power of 
suppliers 


Bargaining 
power of 
buyers 


Threat of 
substitute 
products or 
services 


INTERNAL ENVIRONMENT ANALYSIS 


Mission A statement declaring what business the organization is in and what it 
is intending to achieve. 


Objectives The specific goals against which the organization's achievements can 
be measured. 


Strategy The medium to long-term approach that is going to be taken by the 
organization in order to achieve the objectives and mission. 


Tactics The detailed means by which the strategy will be executed. 


1. SMART (Specific, Measurable, Achievable, Relevant and Time framed) 
2. SWOT (strengths, weaknesses, opportunities, threats) 


EXECUTING STRATEGY 


There are five contextual issues to be considered: 


Time — how quickly does the new strategy need to be implemented? What pace 
of change is needed? 


Scope — how big is the change? Is the new strategic direction transformational 
or incremental? 


Capability — does the organization have the required resources for the change? 
is the organization adaptable and able to change? Are the experiences of change 


positive or negative? 


Readiness — is the whole organization, or the part of it to be affected, ready to 
make the change? 


Strategic leadership — is there a strategic leader for the change? 


“7 HARD COMPONENTS 


Business Analysis Involves: 


Business analysis is not a single methodology 


— PMI Project BS 
~ Management — 


Lean Six Sigma 1 Scrum Agile 


Business 
analysis 
IT Service 
Management | Design Thinking 
(ITSM) \ 


Many more ... 


BALANCED BUSINESS SCORECARD 


Each perspective answers questions like these: 


Financial — what level of income has been generated? How profitable is the 
business? 


Customer — how will we assess our customer satisfaction ? 


Learning and Growth — how will we measure our ability to change and 
improve so that we constantly keep ahead of the competition? 


Internal Business Processes — how effective are the business processes 
that we must excel at to deliver customer value? 

The BBS helps in the definition of two components which are vital to assess 
business performance; these are Critical Success Factors (CSFs) and Key 
Performance Indicators (KPIs). 


Process of Defining and Choosing KPIs 


How to come up with the KPIs that are relevant to the success of your 
business? 


. Who will be responsible for the KPIs? 

. How does an organization link the KPI with performance rewards? 
. How often do you evaluate KPI? Weekly? Monthly? Annually? 

. Do you change/modify KPI every year? 

. KPI, CSF, BSC — are these similar? 

. KPI(for team/individual) is the support of BSC(for business) 


. KPI isa tool to hold organization accountable for its goals 


KPI for Walmart 


Do we use Lamppost for support or for insights/illuminations? 


Moving From Data To Insights 


How do we gain insights? 

. Do we merely interview key leaders to find out the reasoning for 
declining sales, higher customer returns, higher manufacturing cost? 
. Getting “first hand” information are not enough 

. What happened? Where it happened? => we are good at these 

. Critical question => Why it happened? What is the underlying issue? 


. Seasoned BA will look for patterns in data to uncover insights. 


20% of drivers that drive 80% of results 


Not all business use 20% /80% rule. Wells Fargo adopts 10% 80%. 
Define what % makes sense for your business 
Design your model/tool for the analysis 


Scenario management: what if statement 


What if we increase prices by 10% across the board? 
. What if our biggest competitor cuts prices? 
. What impact would these things have on our projections ? 


1.e. A key decision factor may be that when the product mix changes beyond some 
predetermined threshold some action will be taken. Maybe when sales of product 
X drop below $X volume the company wants to evaluate certain promotions or 
implement pre-determined promotions. This is a key decision factor. It’s not 
based strictly on historical analysis, but on actual or projected events or metrics. 


Identify Areas of Uncertainty 


Identifying areas of uncertainty with the biggest potential impact is one step 
that helps identify how to develop scenarios to model. Both uncertainty and 
potential impact should be considered, not just one or the other. 


For example, if your business operates in an industry where your raw 
materials prices are highly volatile because of supply chain issues, it would be 
wise to build a variety of scenarios that allow you to see outcomes based on 
different supply assumptions. 


Most recent tariff changes impact many import business, such as clothing, 
food, electronic products. 


Building Analysis Model 


You need to identify the factors that affect the model and display the 
content in a way that enables users to easily move between sheets. The 
model should be built around three basic components: 


¢ Assumptions 
¢ Calculations 
¢ Output 


